AR30 


Ties 


cis 


Simtel 


WW) 


N 


Ve 


The Years Highlights 


NET PRODUCTION 


OMsprocdwetiomNpareels! us Wie One pepe miata sybils, ciety & Wikspec dl ent Gta 
Datyraverace Warrele, wil sn iiitul Wasi hits waidce els wis Ubliaeet a (alt 
EAs OTOCMCEION WIV Enda aiee cI UC Lie ities BV Glo oe Benin TT ee 
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173328 
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707,000 
1,900 


540,990 
200 


10,399,107 
1,097,135 


1,159,000 
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Bralorne Oil & Gas Limited 


Report to the Shareholders: 


During 1969 your Board of Directors took 
certain steps which have transformed Bralorne 
Oil & Gas Limited from a small, scarcely- 
known unit to an aggressive and well-financed 
Company in the Canadian petroleum industry. 


The first of these steps was the election, in 
March 1969, of Mr. Harry Dernick to the pres- 
idency of the Company. Mr. Dernick has been 
active in the oil and gas industry in Canada 
and the United States since 1947 and has a 
successful record of acquiring and developing 
oil and gas production. 


During the fourth quarter of 1969 an agree- 
ment was entered into with Chemcell Re- 
sources Limited, a subsidiary of Chemcell 
Limited, a major manufacturer of chemicals, 
synthetic fibres, fabrics and carpets. Chemcell 
Limited, having decided to move into the oil 
and gas business, investigated a large number 
of companies before selecting Bralorne Oil & 
Gas Limited to manage its investments in this 


field. 


Under the agreement, Chemcell expects to 
invest up to $10,400,000 within the next five 
years in the exploration for and acquisition of 
oil and gas properties, with Bralorne acting as 
manager. As a result Bralorne will earn fees 
and working interests and will participate in 
the program on its own behalf. Chemcell has 
the option, during the five-year period, of pro- 
gressively acquiring Bralorne treasury shares 
at $2 per share until it has a controlling interest 
at a total cost of between $5 and $6 million. 
Chemcell has purchased 250,000 shares to 
date. 


Pursuant to the agreement, Mr. Clifford S. 
Malone, Chairman and President, and Mr. C. 
Geoffrey Edge, Vice-President, Corporate De- 
velopment, of Chemcell Limited were ap- 
pointed to the Board of Directors of Bralorne 
Oil & Gas. 


The demand for oil and gas in Canada and 
the United States continues to increase. As a 
result, production in the last quarter surpassed 
all previous records in the history of western 
Canada. We believe that the industry, through 
research and use of new techniques, is capable 
of developing new oil and gas discoveries to 
supply the ever-increasing demand. 


For the year 1970, the Company has planned 
for the most extensive exploration program in 
its history and will manage and participate in 
exploration ventures which will involve major 
reserve attempts as well as low risk wildcats. 
The Company is in a position to intensify its 
exploration program in every area of Canada 
and anticipates that it will participate in a mini- 
mum of 50 exploratory ventures. 


A complete review of operations by Mr. 
Harry Dernick, President, is included in this 
report. 


The Directors wish to express their apprecia- 
tion to the employees for their contributions 
to the Company’s growth, and to all share- 
holders for their continuing support. 


On behalf of the Board, 


no 


George H. Davenport, 


Chairman 


April 3, 1970 


Bralorne Oil & Gas Limited 


President's Report to the Shareholders: 


I take pleasure in reviewing the activities 
and progress of your Company for the year 
ended December 31, 1969. 


Revenue from oil and gas sales increased to 
$617,795 from $540,990 in 1968. Net income 
before provisions for depreciation, depletion 
and mining exploration costs decreased from 
$212,152 in 1968 to $194,516. The decrease 
was due primarily to additional administrative 
and legal costs during the period of re-organi- 
zation. As these costs are non-recurring, and 
the Company will earn increased management 
fees under the agreement with Chemcell Lim- 
ited, net income should increase in 1970. 


After provisions for depreciation and deple- 
tion totalling $226,318, and the write-off of 
mining exploration costs of $25,239, the net 
loss for the year was $57,041 compared to 
$45,403 in 1968. 


ACQUISITIONS 


Pursuing a policy to increase its oil and gas 
reserves, the Company acquired in June, 1969, 
all the outstanding shares of Carleton Oil & 
Gas Development Co. Ltd. This new subsidiary 
owns interests in producing properties located 
in the Yoyo Gas field in British Columbia, 
Nipisi Gilwood Provo-Viking and the Rainbow 
Keg River “B” Oil Units in Alberta, and in 
Dodsland field in Saskatchewan. The acquisi- 
tion added 1,361,000 barrels of oil and 14 bil- 
lion cubic feet of gas to the reserves. 


In January, 1970, all outstanding shares of 
Junior Oils Ltd. were acquired. Junior also 
owns interests in the Yoyo Gas field and Rain- 
bow Keg River “B’” Oil Unit which comple- 
ment those held by Carleton. This acquisition 
will add approximately 700,000 barrels of oil 
and 13 billion cubic feet of gas to the reserves. 


Bralorne Oil & Gas is also endeavouring to 
acquire additional interests in units in which 
it is presently participating. In line with this 
policy, the interest in the Coutts Moulton “A” 
Unit in southern Alberta has been increased 
from 10% to 2742%. 


PRODUCTION 


Gross production reached new highs in_ 
1969. Production of crude oil averaged°559 
barrels a day, an increase of 84 barrels a day 
or 18% over the 1968 rate. Natural gas pro- 
duction averaged 2.3 million cubic feet per day, 
an increase of 0.4 million cubic feet a day or 
21% over the 1968 rate. 


The increases were due to acquisitions and 
to higher allowables. As the exploration pro- 
gram matures, further significant increases can 
be expected from new production. 


Operating costs were significantly reduced 
due to increased participations in operating 
units and to pooling of production facilities. 


RESERVES 


Based on a study by an independent con- 
sultant, the net proven and probable reserves 
at year-end amounted to 4,137,000 barrels of 
oil and 27 billion cubic feet of gas, compared 
to 1,159,000 barrels and 20 billion cubic feet 
respectively at December 31, 1968. The in- 
crease is attributable to unitization of prop- 
erties, acquisitions and to a considerable re- 
evaluation adjustment arising from better than 
anticipated performance of the Manitoba prop- 
erties. 


The reserves of Junior Oils Ltd., acquired in 
January 1970, are not included in the above 
figures. 


EXPLORATION 
ALBERTA 

Milk River: The Coutts Moulton “A” Unit 
was formed effective December 1, 1969. Water 
injection will commence in 1970 and an in- 
crease in the allowable is anticipated as soon as 
re-pressuring is effective. 


Rainbow-Virgo: The Company is participat- 
ing in a four-well exploratory program in the 
Rainbow-Virgo area. The first well encoun- 
tered 248 feet of oil bearing reef; another was 
completed with 80 feet of oil bearing reef; one 
was dry and the last is an indicated producer. 


Countess: A discovery was made in the 
Countess area in the Glauconitic sand in which 
the Reeany has a 25% interest until payout 
and a 121/2% interest thereafter. An interest is 

also held in the offsetting lands. Additional 
drilling is anticipated in 1970. 


Winnifred: The Company drilled five wells 
and completed three as gas wells. A 25% inter- 
est was earned in the spacing units and a 5% 
interest in 30,000 acres of proven and wildcat 
acreage. 


Other Prospects: Bralorne Oil & Gas has 
participated in several seismic surveys and 
exploration wells throughout Alberta. Every 
effort will be made to obtain a favourable 
acreage position in the Alberta Foothills in the 
next year. 


SASKATCHEWAN AND 
NORTHWEST TERRITORIES 


A discovery was made in the Mississippian 
zone, South Parkman field, Saskatchewan. 
Three producing wells were completed in 
which the Company owns a 10% interest. 


In the Northwest Territories the Company is 
participating in a seismic program north of 
Great Slave Lake in the Fort Simpson Basin. 
For conducting the survey in partnership with 
other companies, a 6.2% interest will be 
earned in 184,000 acres. There is a potential 
for reef anomalies comparable to the Rainbow- 
Virgo-Zama areas. This is one of the most 
active sectors in western Canada. 


HUDSON BAY 
AND ARCTIC ISLANDS 

The Company is maintaining a 10% interest 
in 10,253,961 acres in the Hudson Bay — James 
Bay area. One of two planned stratigraphic 
test wells was drilled in 1969 and the second, 
Pen No. 2, will be drilled in 1970. The wells 
will provide a correlation base for the seismic 
survey that has been conducted over the 
permits. 


In the Arctic Islands, Bralorne, in partner- 
ship with another company, acquired by filing 
approximately 1,000,000 acres of offshore per- 


mits located in Lancaster Sound. The tanker 
“Manhattan” tested the route on its historic 
voyage to the Alaskan North Slope. It is one 
of the few areas readily accessible by tankers. 


The Company participated in a reconnais- 
sance aeromagnetic survey conducted by Po- 
larquest. Sediments from 5 to 20 thousand feet 
thick are indicated. 


MINERAL EXPLORATION 


Bralorne Oil & Gas participates in mineral 
exploration through its 1214/2 % interest in the 
Can-Fer Exploration Syndicate. 


The Syndicate is exploring uranium pros- 
pects in the Wollaston Lake region of northern 
Saskatchewan and in north-western Ontario. 
It is also carrying out programs covering base 
metals prospects in British Columbia and On- 
tario. In Alberta extensive testing is in prog- 
ress on coking coal deposits in the Savanna 
Creek area. Work thus far on 5 of 35 sections 
held has provided a preliminary estimate of 
6 million tons of strippable coking coal and 
56 million tons of underground coking coal 
above natural drainage level. There are addi- 
tional reserves below this level. 


STAFF 

The Company has strengthened its explora- 
tion staff with the addition of an exploration 
managet and a senior exploration geologist. 
Mr. Ronald A. Howard, a graduate geologist 
from the University of Alberta with 16 years’ 
experience in western Canada and foreign ex- 
ploration, took over the duties of exploration 
manager effective June 1, 1969. Mr. Norman 
Paarup, a graduate geologist from Colorado 
College with 10 years of exploration experi- 
ence in western Canada, was appointed senior 
exploration geologist in November, 1969. The 
depth of experience of the geological staff will 
be a valuable key to the future success of the 
Company. 


aul 


Harry Dernick, 
April 3, 1970. President 


Bralor ne Or & Cras Limited and subsidiary companies 


Consolidated Balance Sheet — December 31, 1969 


Assets 


1968 
CURRENT ASSETS: 
Coasht: ihe Gas Mediate ee eet Le) C2 a A Reo $ 411,916 
Short termvinvestments at Gost cies aics ie aieeic ib weet eR eee 15,121 
ACCOUTIES TECeIVable Ae ates lh her Ne Ts ey eee ec ee 80,314 
Inventories of stores and supplies, at the lower of cost ) 
orjestimated realizable valite #.). 44500 Na 3's) ead see see eee pe ee 25,091 
Refundable deposits and ‘prepaid items!) 2.4 22. 2 ./s)s tens eee see . 14,747 
547,189 
OTHER ASSETS: 
Loanito.an officer of thecompany (Notei2))stiiaes amna a neriatee eater — 
Interest in mining syndicate, at cost (Note 3) ......... 0... eee eee | 8,659 
5%) refundable taxed! sale site thee etl esate Be thse eats ek ET ER Eee pet 1,944 
10,603 
CAPITAL ASSETS, at cost: (Note 3) 
Petroleum and natural gas interests, less 
accumulated depletion of $1,108,533 ($951,162 in 1968) ............ 1,829,495 
Production and other equipment, less 
accumulated depreciation of $294,356 ($301,252 in 1968) 400,744 
2,230,239 
INGORPORATION/AND STOCK ISSUBIGOSTIO faitnl2 1) ortae sl sorrameie eatin nee ae 5,810 25,810 


$2,813,841 


Liabilities 


1968 
CURRENT LIABILITIES: 
Sai ail oe vet aes aly, a ao ea need eR TE Ane, eae aU MEL TULIE SU Pe aE LAU ecm PERC RL 0,000 £ — 
RECOUIESIDAVAULE fan unhhl. dite sisiteiurh ee Aula ued E MOU mMrer Lea te 103,710 
Gurcenepoctvron omer bank loan: \ichasiee crane meatal ut niy dena — 
103,710 
DERE RREDIGASISAILES IE eer ttets ie cele a aveltystshacd area Aeu ceca aneveke (tate od leit nated techy aerhe heh alta le 19,468 
TERM BANK LOAN, secured by an assignment of production............... a 
Less — Estimated repayments within one year 
yavekivetere lane wan dbagerteghe oy ltietscmaer Minleleyer stl sie yD Mea Ly Re ry cece ebay te — 
SHAREHOLDERS’ EQUITY: 
Share capital — (Note 4) 
Authorized — 
5,000,000 shares without nominal or par value issuable for 
an aggregate consideration not to exceed $5,000,000 
Issued — 
2,725,000 shares, of which 225,000 shares 
were issued tor cash inj 1969. sider aa miel tet tment Ate 2] Ooteeea eal ye 27562,951 
Retained earnings, peristatement ‘attachediu yt meanest sci utcnett eal. 128,112 
2,690,663 


APPROVED BY THE BOARD: 
Paul Porzelt, Director 


Harry Dernick, Director 


ie 


$4,212,441 $2,813,841 


Auditors’ Report 
To the Shareholders of Bralorne Oil & Gas Limited: 


We have examined the consolidated balance sheet of Bralorne Oil & Gas Limited and its subsidiary companies as at 
December 31, 1969 and the consolidated statements of income and retained earnings and source and disposition of 
working capital for the year then ended. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion these statements present fairly the financial position of the companies as at December 31, 1969 and the 
results of their operations and the source and disposition of their working capital for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis consistent with that of the preceding year after giving 
retroactive effect to the change in accounting for mining exploration costs as explained in Note 3 to the financial state- 
ments. 


Calgary, Alberta PRICE WATERHOUSE & CO. 
March 4, 1970 . Chartered Accountants. 


Bralorne Oil & Gas Limited and subsidiary companies 


Consolidated Statement of 


Income and Retained Earnings | ‘ 
For the Year Ended December 31, 1969 


Sales and other income: 


Oil and gas sales ... ; AERO PEE AMI Tee TERM C RNC REE BES tyne li) | $ 540,990 
vA) IMianagementiFeesiint al Uiteh leita h nea UU Le AA eile oo) ease aa beara : 200 
BEES ESE TINCOMIVE Hts Os atk ley salts. tess eh avtertcicls aes ese cio d Pestana cea aida tates ab eae Pe sacs teas 36,055 
577,245 
Costs and expenses: 
PROGUMEHOMPEXPE MSS ie G1 as sclelsteel ous el eyes eb HT Bee Lonaee ac Re 211/728 
Administrative and general expenses ............ 0000. cceeeeeeeees 153,365 
Interest expense ....... fesvasah bow ahha eeyreireed taeoky mate) 1A) BAOk Leet Ie eee iad eA ea — 
365,093 
242 og 
Provisions for: (Note 3) 
Depletion ali. a iihe rare hl ya Et oot eens ee a0 Outer ce a a oe 188,386 
Deprectationay iii eli ads ae ee Le eae et ee 41,741 
Mining ‘exploration costs (Note 3) jc. 18 stent aiitee lo iateal rca ates pee 2 - 23. 27,428 
257,555 
Loss forthenveant Note! Syiie. clin cease er bearer atthe Rinne ae er Lan era fae 2 (45,403) 
Retained earnings — beginning of year — 
AS previouslypreported: (ui) 2a n Guia hi by Wabi lalode eb ke eeu aCe aA 173,545 
Retroactive adjustment of mining exploration costs (Note 3) .......... — 
AS Testatecdii ng mmniat ody dh inauuaeimtis UN CEGED Lakin VTE Beh CPO INT CDAD scot veh Dag AEE Ds 173,515 
Retamed earnings —— end Of year \ asian aes isln chan dieaiaiiee ey cleee a emt eae “ : $128,112 


Bralorne Oil & Gas Limited and subsidiary companies 


Consolidated Statement of Source 


and Application of Working Capital 
For the Year Ended December 31, 1969 


1968 
Source of working capital: 
Me res ne OTRL INE? Vy CAL Acct. trmese) a Argtrne eM tee Ae Thy catie) easy eye TEVA OR US eas et ta $ 45,403 
Add — Provisions for depletion and depreciation 
which do not involve a current outlay of working capital ....... 230,127 
184,724 
cher rede as sales tu ailsiititen uy niGntAUlilisd Vln lavaly be salar ateteieiyil clini tal Lee 19,468 
IEDC Otho vere run ales bakin sais renee lik Onis (diated abate me Eade te 5,206 
eoceeds On sale Of Capital ASSetsin shige sa) isl citeis\ si eraned arlelersetanebasalicieiees eked — 
Costs recovered on equalization of investment in oil and gas unit ....... 60,098 
Fe GCCGLI2 25000) SHALES wins haere et arene etnies Cite ovat eeeben tLe vee e dana tL pe 
269,496 
Disposition of working capital: 
Acquisition of petroleum and natural gas interests ..... ............ 63,834 
fecc- “Production: bank loanvassuimied |ap, srs Salyee dentin Gleaner LL at — 
63,834 
Oiland ‘gasiexploration dnd developments) dium elim dere idici ae cea | 267,821 
Purchase of production and other equipment + yo./)) ee hos. ee wise eee 37,256 
Mining syndicate exploration costs, less amounts charged 
LO CULTENE WACOMIE Lill auton lai une LeeLatePe hee. oa Bei pape AMCs tes abn TLL) 8,659 
Loanrto an officer. of theicompany, wiskanis sas alne oo ae meee uted ate iat ts 
Reduction ob term bank loari ce srciaaser et cee te ee cake neta cate ETL Vana teil os 
, 377,970 
Decrease in. working: capital fas, s ui elena en elokl priser bent b eet taiiey unit nella (108,074) 
Working capital beginningior year iii uetirr tt tell eale te die asia palatal be S513;553 


Viorkine capital end Ob year fii ulna cnbalmersint sive Jedi wah EH sg $ $ 443,479 


Bralorne Oil & Gas Limited and subsidiary companies 


Notes to Financial Statements 
December 31, 1969 


1. BASIS OF CONSOLIDATION: 


The consolidated financial statements include 
the accounts of the Company’s two subsidi- 
aries, Bralorne Petroleums Ltd. and Carleton 
Oil & Gas Development Co. Ltd., which are 
wholly owned. Carleton was acquired as of 
June 30, 1969 and its results of operations have 
been consolidated from that date. 


The excess of the cost of shares of the subsidi- 
aries over the book value of their net assets at 
dates of acquisition have been applied to petro- 
leum and natural gas interests and depletion 
is provided thereon. 


2. LOAN TO AN OFFICER OF THE 
COMPANY: 


The loan was made to an officer director fo~ his 
purchase of 100,000 shares of the Company. 
It is secured only by the related share certifi- 
cates without other recourse to the debtor. The 
certificates are to be released to the debtor pro- 
rata to the loan repayments in ten annual 
instalments. 


3. ACCOUNTING PRACTICES: 


The companies follow the full cost method of 
accounting whereby all costs relating to the 
exploration for and development of oil and gas 
reserves are capitalized, whether productive or 
unproductive, and proceeds on disposal of 
properties are ordinarily deducted from costs 
without recognition of profit or loss. Depletion 
of oil and gas properties is computed on the 
total of all such costs by the unit of production 
method based on overall estimates of proven 
reserves of oil and gas. Depreciation of produc- 
tion equipment is also computed by the unit of 
production method based on overall reserves. 
In 1969 the Company adopted the practice, 
with retroactive effect, of deferring mining 
syndicate exploration costs where properties 
continue under examination; such costs will be 
amortized against production from such prop- 
erties or written off upon cessation of work 
thereon. In 1968 such costs were charged 
against income as incurred. This change had 
the effect of reducing the loss for 1969 by 


$28,010. For comparison, the 1968 accounts 
have been restated by $8,659 in respect of costs 
now deferred. 


4. SHARE CAPITAL: 


On October 31, 1969 the Company concluded 
an exploration agreement with Chemcell Re- 
sources Limited whereby that company may 
invest up to $10,400,000 to the end of 1974 in 
oil and gas properties with Bralorne acting as 
manager of the funds and earning fees and 
working interests as well as participating in the 
programs on its own behalf. 


Pursuant to the agreement, Chemcell Re- 
sources has purchased 125,000 shares of the 
Company’s capital at $2 per share and has 
been granted an option to purchase additional 
shares at the same price. The option is exercis- 
able at the minimum rate of 125,000 shares per 
quarter provided that, on a cumulative basis, 
its investment in the exploration program has 
equalled twice the aggregate issue price of the 
shares which will then have been issued under 
the agreement. When its exploration expendi- 
tures under the program equal $10,400,000 
Chemcell Resources may purchase sufficient 
additional shares which would provide it with 
an aggregate holding of 50 percent plus 1 share 
of the issued, outstanding and reserved capital 
of the Company. The agreement also imposes 
certain restrictions on Bralorne and its subsidi- 
aries, which may be waived. 


The Company intends to apply for an increase 
in its authorized share capital of at least 
5,000,000 additional shares without nominal 
or par value and to reserve 2,475,000 shares 
thereof to satisfy the exercise in full of this 
option. 


100,000. shares of the Company have been 
reserved for incentive options which may be 
granted from time to time to officers and em- 
ployees. During the year options on 45,000 
shares were granted at a price of $1.00 per 
share and on a further 5,000 shares at a price 
of $1.60 per share. The options are for a term 
of five years and become exercisable cumula- 


tively as to one-fifth of the shares under option 
each year. At December 31, 1969 none of the 
options had been exercised. 


5. INCOME TAXES: 


For income tax purposes the companies are en- 
titled to claim drilling, exploration and lease 
acquisition costs and capital cost allowances 
(depreciation) in amounts which may exceed 
the related depletion and depreciation provi- 
sions reflected in their accounts; for 1968 and 
1969 the companies do not intend to claim 
capital cost allowances in excess of recorded 
depreciation. At December 31, 1969 unclaimed 
drilling, exploration and lease acquisition costs 
of $745,000 and undepreciated capital costs of 
$215,000 remain to be carried forward and 
applied against future taxable income. 


The Accounting and Auditing Research Com- 
mittee of The Canadian Institute of Chartered 
Accountants recommends income tax alloca- 
tion for all differences in the timing of deduc- 
tions for tax and accounting purposes. How- 
ever, with respect to drilling, exploration and 
lease acquisition costs, the recommendation is 
questioned by the petroleum industry and this 
treatment has therefore not been applied to 
such differences in the timing of deductions for 
tax and accounting purposes. This view con- 
forms with general practice in the oil and gas 
industry and is accepted by accounting author- 
ities outside Canada. 


If the tax allocation basis had been followed 
for all timing differences between taxable in- 
come and reported losses the income statement 
would have reflected a charge for deferred 
income taxes in 1969 of $ 22,000 and a credit 
for deferred income taxes in 1968 of a minor 
amount. The accumulated income tax reduc- 
tions to December 31, 1969 approximate 
$875,000 after including the accumulated tax 
reductions of subsidiaries at dates of acquisi- 
tion amounting to $769,000. 


6. STATUTORY INFORMATION: 
The aggregate direct remuneration paid by the 


Company and its subsidiaries to all directors 
and senior officers of the Company was 
$82,130 for the year ended December 31, 1969. 


7 OU BSEOQUENT EVENT: 


By an agreement dated January 23, 1970 the 
Company agreed to purchase all of the shares 
of Junior Oils Ltd. in consideration for the 
issue of 25,000 shares of the Company and 
the payment of $300,000. 
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